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THE WHITE HOUSE

WASHINGTON

March 11, 1975 m

MEMORANDUM FOR JOHN BARNUM

JIM BLUM
FROM: MIKE DUVAL b
SUBJECT: TRUCK BRAKE REGULATIONS

A couple of weeks ago I received a call from a local lawyer
by the name of Geoffrey R. Myers. He was referred to me by
another member of the White House Staff.

Myers advised me that he was calling in response to President
Ford's announced intention to reduce the inflationary impact
of Federal regulations. He stated that MVSS 121 was having
a very serious impact on the small companies at the end of
the truck and trailer manufacturing cycle. I advised him
that DOT and CWPS had an ongoing study to determine the eco-
nomic consequences of this regulation and that the President
was determined to minimize the adverse economic impacts of
this and all other Federal regulations. I suggested that

he send to us in writing any facts and recommendations he
might have.

He has sent me a detailed memorandum which is attached. One

of the points he develops is the impact of the regulation on
competition within this industry. Accordingly, I have sent

a copy of Myers' memorandum to the White House Counsel's Office
for their transmission to the Justice Department. I have sug-
gested that Justice contact DOT directly if they have any
interest in this matter.

Although the economic analysis contained in the Myers memo
appears weak, e.g., it does not separate the impact on these
companies because of the general recession versus the impact
caused directly by MVSS 121, nevertheless, he does bring home
very strongly the point that some of these small companies

are likely to be forced out of business and this raises serious
problems concerning unemployment and competition.

I recommend that you consider the points raised by Mr. Myers
as a part of your ongoing economic assessment of the regula-
tion. I would like to get together with both of you, at your
convenience next week, to discuss the status of this overall . .
study. :
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WASHINGTON — Wall Street Journal
readen will probably find bizarre the
image of Senator Edward Kennedy crusad-
ing for less government regulation and
more marketplace competition.

Yet that’s precisely what Mr. Kennedy
has been doing, with considerable impact
and success, in the airline field. In the pro-

done legislative oversight,
Oversight, as has been frequently noted
' here, is a conspicuously neglected congres-

' is working as Congress intended, is tedious
labor. Frequently, the committee charged
with oversight is stacked with lawmakers

| who have close ties to the people adminis-

tering the program or benefitting from it. .
. Unless it hits scandal or other publicity-

rlchpt.ydm tough oversight gains an am-

1 All the more surprising then that Mr. -

Kennedy should invest substantial amounts

.| of time and energy in this sort of activity. |
' Yet last summer, looking around for a new 3
task for his Judiciary Subecommittee on
Administrative Practice, he worked out
. with Harvard law professor  Stephen
Breyer plans to study the way different
government agencies now regulate eco-
nomic activity—starting with the Civil
Aeromutlel Board,

Since last summer, Mr, Kennedy, rank- .
ing subcommittee Republican Strom Thur- ‘“
mond, and the subcommittee staff have

, specially commis-

sioned academic -udynu, and heglnning
in early February, public hearings. -

How could intrastate airlines in Texas .
and California, free from federal
tion, mmgo@ochnrnmuehbwarhul
and still operate so profitably? Why does
the board freeze out major new competi-
tion from airline routes? Wouldn't the
threat of new competition help keep down |
airlines fares?

Even if lower fares made airlines cut
. back service, might not people accept less
| service in order to fly more cheaply? Why
does the CAB rate formula include a fat
12% rate of return? How could the board
Justify higher fares at a time of sharply
slumping traffic?

And CAB policies changed, Recently the
boa.rdhubegnntoentemmnewmap-
plications; dropped an earlier plan to force °
higher charter rates and instead proposed '
more low-cost charter flights; permitted s
 no-frills, low fare for Nationsl Alrlines;
and:etupm!ntemnmptomm
| the desirability of broader competition.
| *“Much of this never would have been
lpmpoood let alone approved, six months
ego,” contends antitrust expert Brever. |

Certainly there may be some argument "
over just why it's all happening now. The
recent recession, cutting into passenger
volume and industry profits, made many
airlines ready to compete harder. Key offi-
cials at the Council of Economic Advisers
and the Depcrtmentlot.mstlcemd'rru::
portation were independently moving to-
wards a deregulation policy anyhow, and
President Ford promised this in his eco-
nomic report in early February.






